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The International Monetary Fund concurred, on 
December 28, in a proposal of the Yugoslav Government 
for a change in the par value of the Yugoslav dinar, 
effective January 1, 1952. The new rate will be 300 
Yugoslav dinars to one U.S. dollar; it will replace the 
initial par value of 50 Yugoslav dinars per U.S. dollar. 
In terms of gold, and in terms of the U.S. dollar of the 
weight and fineness in effect on July 1, 1944, the new 
parities will be as follows: 0.00296224 gram of fine gold 
per Yugoslav dinar; 10,500.0 Yugoslav dinars per troy 
ounce of fine gold; 300.000 Yugoslav dinars per U.S. 
dollar; 0.333333 U.S. cent per Yugoslav dinar. 

Since the beginning of 1951 the Yugoslav Government 
has introduced various reforms in the organization of 
the economv which, when completed, will mean a pro- 
found change in the country’s economic system. While 
the system that will ultimately emerge from these changes 
will remain socialist, it will not be based—as is the Soviet 
type of economic organization—on a centrally directed 
economic plan that determines in detail the economic 
activity of all enterprises. The administrative functions 
of the Government are to be decentralized. Industrial and 
commercial enterprises, which will continue to be owned 
by the state or by cooperatives, will have a large measure 
of autonomy, with freedom, within wide limits set by 
general governmental regulations, to make their own 
business decisions, including decisions on exports and 
imports. All agricultural enterprises, whether state, co- 





Burma became a member of the International Mone- 
tary Fund and the International Bank for Reconstruction 
and Development on January 3 when the Articles of 
Agreement of these institutions were signed in Washing- 
ton on behalf of Burma by Mr. James Barrington, Bur- 


International Raw Material Allocations 

The Tungsten-Molybdenum Committee of the Inter- 
national Materials Conference announced on December 
19, 1951 that its member Governments had accepted its 
recommendations for a plan of distribution of tungsten 
and molybdenum ores, concentrates, and primary prod- 
ucts for the first quarter of 1952. This is the third 
consecutive quarter for which these materials have been 
allocated by the IMC. Total production of tungsten in the 


Economic Developments in Yugoslavia 
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operative, or privately owned, will also regulate their 
production and sales by reference to market prices. The 
Government has also undertaken measures to simplify the 
price structure, eliminating artificially low controlled 
prices and unifying prices at the upper free market 
level. Money wages are to be adjusted to the new price 
level. 

One important instrument for ensuring the proper 
functioning of the new economic system is an appropriate 
and relevant exchange rate that would link the Yugoslav 
price-cost structure with that of other countries. Under 
the earlier system, the exchange rate had almost no rele- 
vance for foreign economic transactions, and the unifica- 
tion of the price structure at the upper level made the 
old rate of 50 dinars to one U.S. dollar unsuitable for 
a relevant exchange rate. The decision of the Executive 
Board of the International Monetary Fund to concur in 
the proposal for the new par value that has now been 
established was based on a study made by a staff mission 
that visited Yugoslavia in September and October. 

The new rate should be able to move all important 
Yugoslav exports, and it may be particularly attractive 
for agricultural exports. It should also exercise a con- 
siderable restraint on imports. It is probable, however, 
that the low monetary reserves and the large military 
and investment expenditures of Yugoslavia will compel 
the Government to retain import controls for some time. 
The new exchange rate will be favorable for both tourists 
and others making payment in foreign currencies. 


and Bank Member 


mese Ambassador to the United States. Burma’s quota 
in the International Monetary Fund is $15 million and 
its subscription to the capital stock of the Bank is 150 
shares with a total par value of $15 million. The mem- 
bership of the Fund and of the Bank has thus been in- 
creased to 51 countries. 






first quarter of 1952 is estimated at 3,700 metric tons, 
and of molybdenum at 4,800 metric tons. The basis of 
distribution of tungsten is the same as for the fourth 
quarter of 1951, with an increase of 121 per cent in the 
quota for each country, and the creation of a reserve of 
about 62 tons. There have been some readjustments in 
the allocation of molydenum primary products. 


Allocations of copper and zinc for the first quarter 
of 1952 were announced on December 23, and allocations 





206 INTERNATIONAL FinanciaL News Survey, January 11, 1952 


of cobalt on December 27, 1951. A provisional list of 

export sales and import purchases of primary nickel has 

also been established for January 1952. 

Source: International Materials Conference, Press Re- 
leases, Washington, D. C., December 19, 20, and 
26, 1951. 


Europe 


U.K. Gold and Dollar Reserves 

In the fourth quarter of 1951 the gold and dollar re- 
serves held by the United Kingdom fell from $3,269 
million to $2,335 million. The British Treasury reported 
that the sharp drop was caused by the $176 million paid 
as interest and principal on the U.S. and Canadian loans, 
$78 million paid in gold to EPU, a reduction in sterling 
area exports to the dollar area, and a continued high level 
of sterling area dollar imports. 

The gold and dollar reserves had reached a postwar 
peak of $3,867 million at the middle of 1951, but had 
dropped by $598 million during the third quarter. 
Source: The Wall Street Journal, New York, N. Y., 

January 8, 1952. 


U.K. Foreign Exchange Market Developments 

The volume of transactions in the London foreign ex- 
change market has remained high, with a persistent com- 
mercial demand for U.S. and Canadian dollars, the largest 
orders coming from oil and tobacco companies. The 
middle rate for U.S. dollars has hardened to $2.78%%. 
The fact that it has not hit the lowest permitted level of 
$2.78 does not imply that a balance of supply and demand 
has been achieved without official intervention. A large 
portion of U.K. dollar imports—such as cotton, wheat, 
sulphur, and also servicing of the U.S. loan—are paid 
for by government departments and are presumably pro- 
vided for directly by the Exchange Equalization Account 
and not through the market machinery. 

Arbitrage between U.S. and Canadian dollars has been 
active, some of it being done through foreign centers, 
notably Ziirich. Free dealings in Swiss francs, and 
arbitrage between dollars and Swiss francs, are not yet 
permitted; and the rates for Swiss francs in London 
diverge appreciably from the rates simultaneously quoted 
for sterling in Ziirich. 

Source: The Economist, London, England, January 5, 
1952. 


Belgium in the EPU 


The Managing Board of the European Payments Union 
has reached a provisional agreement—which has to be 
approved by the Council of the Organization for Euro- 
pean Economic Cooperation—concerning the settlement 
of Belgian surpluses which may arise during the first 
quarter of 1952. According to this agreement, Belgium 
may receive a maximum of 60 million units of account 


in dollars at the rate of 20 million units per month; any 

surpluses above this limit will be settled through the ex- 

tension of credit by Belgium. 

The new arrangement is similar to that for the last 
quarter of 1951 under which Belgium could receive a 
maximum of 80 million units in dollars (see this News 
Survey, Vol. IV, p. 127). This amount proved insufficient 
to cover its surplus and consequently Belgium had to ex- 
tend 63 million units of credit in October and November 
and approximately 26 million units in December (the 
December surplus is estimated at 46 million units of 
account). 

Belgium will be permitted to take additional steps to 
curb its surplus with EPU. In this respect, however, 
Belgium’s choice is not easy; although its steel and 
capital equipment industries are operating at a high rate 
because of large exports, its textile and consumption 
goods industries are in a slump. Hence, a curtailment 
of exports might have serious consequences on Belgium’s 
employment situation. 

Sources: The Financial Times, London, England, De- 
cember 24, 1951; Agence Economique et Fin- 
anciére, Brussels, Belgium, December 26 and 
27, 1951; Agence Economique et Financiére, 
Paris, France, January 2, 1952. 


Belgium’s Export Tax 

The export tax recently imposed in Belgium (see this 
News Survey, Vol. IV, p. 189) has been modified to ex- 
clude exports to Luxembourg. In addition, for exports 
to the Netherlands which had been taxed three or two 
per cent, the rate has been changed to one per cent. 
Source: Agence Economique et Financiére, Brussels, 

Belgium, December 19, 1951. 


Loans to the Netherlands 

The Netherlands Government has arranged to borrow 
$15 million from a group of U.S. banks, and $3 million 
from the Bank for International Settlements. The in- 
terest rate is 344 per cent; one half of the amount bor- 
rowed will be repayable on June 30, 1953 and the balance 
on December 31, 1953. The total of $18 million is to be 
used to repay part of the $30 million installment, which 
was due December 31, 1951, on a $200 million loan from 
the Export-Import Bank of Washington. 
Sources: The Journal of Commerce, New York, N. Y., 

December 26, 1951 and January 2, 1952. 


Netherlands Foreign Trade 

In November 1951, as in October, the Netherlands 
reported an export surplus; these were the first surpluses 
since 1917, when the Netherlands started recording trade 
statistics. Imports in November decreased to 679 million 
guilders (US$179 million), from 773 million guilders 
($203 million) in October; exports totaled 738 million 
guilders ($194 million), against the October figure of 
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780 million guilders ($205 million). The trade deficit for 
the first eleven months of 1951 fell to 2,197 million 
guilders ($578 million), from 2,304 million guilders 
($606 million) in the corresponding period of 1950. The 
ratio of exports to imports rose from 67 per cent to 76 
per cent. It is expected that, when the reports for De- 
cember 1951 are available, an export surplus will again 
be recorded. 

The Minister of Economic Affairs announced on De- 

cember 19, 1951 that the liberalized imports of the 
Netherlands from OEEC countries would be increased 
from 60 to 71 per cent; imports of coal and steel will 
be completely freed. As a result, several hundred mil- 
lions of guilders would again flow out of the Dutch foreign 
exchange reserves, but, according to the Minister, this 
should not give rise to undue concern. 
Sources: The Financial Times, London, England, De- 
cember 13 and 18, 1951; Ministry of Economic 
Affairs, Press Release, The Hague, Netherlands, 
December 14, 1951. 


Easing of Restrictions in Denmark 

During the last few months of 1951, Denmark’s foreign 
exchange position improved considerably. For example, 
early in December the National Bank’s foreign exchange 
assets exceeded its liabilities, in contrast to earlier months 
when the reverse was true. Because of the improvement, 
the Danish Government cancelled restrictions on imports 
of large trucks, and announced that imports of pick-up 
trucks and private cars would be increased by 50 per cent. 

The amount of foreign exchange allotted to Danes 
going on vacation to certain specified countries was 
raised from DKr 500 to DKr 750. Furthermore, the list 
of specified countries was increased, to include Yugo- 
slavia and certain other overseas countries. 
Source: Bgrsen, Copenhagen, Denmark, December 10, 

1951. 


Finnish Commercial Bank Loans and Deposits 

Finland’s commercial banks have decided to tie both 
their deposits and business loans to the cost of living 
index. If the index should rise above the level at the 
end of 1951, the banks will make a surcharge on the 
ordinary interest rate to borrowers, and will grant de- 
positors equivalent compensation in the form of a higher 
interest rate. The practical application of this decision 
is to be studied by a committee. 

As part of the new program for economic stabilization, 
the Bank of Finland reduced its discount rate from 7.75 
per cent to 5.75 per cent, effective December 16, 1951 
(see this News Survey, Vol. IV, p. 134). All other 


credit institutions were also to reduce their interest rates 
by 2 per cent as of January. The trend of prices, how- 
ever, has been upward. In September wholesale prices 
were 33 per cent, and the cost of living index 11.1 per 
cent, above the December 1950 levels. 





The new measure is apparently intended to offset the 
unfavorable impact of the reduction in interest rates on 
the banks’ financial positions and the volume of their 
deposits that may result from the continued upward 
movement of prices. 


Source: Bank of Finland, Monthly Bulletin, Helsinki 
Finland, November-December 1951. 


Reorganization of German Banking System 

A bill regulating the regional scope of activities of 
German credit institutions has been approved by the 
Federal Government and sanctioned by the Allied High 
Commission. In drafting the bill, care had to be taken 
that, on the one hand, the bill would not make it possible 
for individual banks to acquire excessive economic power 
(a point on which the Allied authorities insisted) and, 
on the other hand, that it would not hinder the formation 
of institutions capable of fulfilling their functions, as the 
present subdivision of the former big banks into 30 
successor banks had tended to do. 

A joint-stock bank will be allowed to maintain branches 
in only one of the three banking districts, into which the 
territory of the Federal Republic is to be divided. (This 
restriction will not apply to any other type of bank.) The 
limitation, however, applies only to the maintenance of 
branches; the business activities of a bank may be carried 
on throughout the federal territory. Participation by 
joint-stock banks in other credit institutions (which are, 
by law, independent bodies) and the formation of hold- 
ing companies or trust companies will be considered 
equivalent to the maintenance of branches. Permission 
for a joint-stock bank to open a branch outside its own 
sector can be given only in certain specific circumstances 
and for special economic reasons; the permit will, more- 
over, apply only within specified geographical limits. 

When independent credit institutions are being re- 
organized, the shares must be in registered form. If it 
is necessary, temporarily, to acquire the shares of other 
successor banks, the holding of such shares must not 
exceed 5 per cent of the authorized capital of such a 
successor bank and must not carry any voting rights for 
that institution. If any institution holds more than 5 
per cent of the authorized capital of a successor bank, 
the total nominal amount of the shares of any other 
successor bank under its ownership must not exceed 5 
per cent of the authorized capital. 

For the banks affected by the new law, the period 
allowed for meeting the law’s requirements is 18 months 
for the big banks and 12 months for all others. If 
existing banks do not wish to close their branches or 
transfer them to other institutions, the branches may be 
converted into independent banks. Creditors must not 
suffer any loss through the division of assets and liabil- 
ities. If a Government for the whole of Germany should 
be formed, the successor banks will, by the terms of the 
new law, be required to take over the liabilities of the 
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institutions which have been superseded, against transfer 
of their equalization claims, and will have to meet these 
liabilities out of their liquid resources. Every share- 
holder of an institution which has been superseded will 
receive the participation in the successor banks to which 
his share-holding in the superseded institution entitles 
him. Compulsory transfers of property under the new 
law will be exempt from turnover and capital-transactions 
taxes. 

Source: Handelsblatt, Diisseldorf, Germany, November 9, 

1951. 


German Investment and Price Policy 

The lower chamber of the German Federal Republic 
has approved a bill providing for DM 1 billion of in- 
vestments in the basic industries (see this News Survey, 
Vol. IV, p 52). The investments are to be made in the 
coal and steel industries, electric power stations, and rail- 
road car construction. With a few exceptions, all German 
enterprises will contribute to the investment fund through 
a special tax amounting to 34 per cent of average gross 
earnings in 1950 and 1951. The mining and electric 
power industries will receive tax exemptions equaling 
their contributions to the investment fund. 

The bill also provides that the approval of Parliament 
will no longer be required for all price changes in the 
basic industries, but that price changes can be authorized 
by the Federal Minister of Economic Affairs, except where 
they would affect unfavorably the general price level and 
standard of living. This change in the price law of April 
10, 1948 paves the way for a return to free prices for coal. 
Source: Agence Economique et Financiére, Paris, France, 


December 17, 1951. 


Middle East 


Modification of Egyptian-Swiss Trade Agreement 

Negotiations between Egypt and Switzerland last Oc- 
tober have led to an agreement on a protocol modifying 
certain articles of the trade agreement of April 1950 be- 
tween the two countries. Under the protocol, the im- 
portation of Swiss goods into Egypt will be free. A 
distinction between essential goods and other goods will 
no longer be made. However, licenses will have to be 
obtained from the Egyptian Ministry of Finance, but 
only for the purpose of maintaining records. 

The percentage of long staple Karnak which, under the 
1950 agreement, has to be bought from the market in 
Egypt and paid for in Swiss francs, has been reduced from 
30 per cent to 15 per cent. This will result in increased 
quotas for other goods. The two Governments have 
agreed that, if there is a deficit in the balance of pay- 
ments between the two countries, the 15 per cent agree- 
ment could be eliminated. The Governments have also 
agreed that the Egyptian pound can be bought and sold 
on the free market in Switzerland, which means that 


Egyptian tourists and businessmen will not have to secure 
sterling. Students and Egyptians treated in Swiss hos- 
pitals, however, can obtain Swiss francs from the Egyp- 
tian Government. The Swiss Office of Foreign Exchange 
will supply Egyptian authorized banks with information | 
and data concerning payments between the two countries. | 
Source: Le Commerce du Levant, Beirut, Lebanon, 
January 5, 1952. 


Oil in Saudi Arabia 
The Arabian-American Oil Company is building a | 
14-mile pipeline from the Aramco Refinery in Ras Tanura, | 
which will supply refined products for the Dhahran air- 
field, and for domestic sales in Dhahran. The company 
also has announced plans to erect two gas separator | 
plants, which will increase crude oil production to a daily 
average of 1 million barrels, compared with the daily | 
average of 896,675 barrels for October 1951. Four | 
storage tanks, with a capacity of 5,000 barrels each, are 
being constructed near the new separators. 
Source: The Journal of Commerce, New York, N. Y., § 
December 18, 1951. 


New Import Restrictions in Israel 
To meet the deteriorating financial situation, the Gov- [J 
ernment of Israel has imposed new import restrictions, 
limiting the granting of import licenses to most essential 
foods, fuel, and fertilizers. This has resulted in a decrease Ff 
in the import of capital goods, except those specifically 
provided for in foreign loan agreements. f 
Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., November 1951. 


Loans to Israel 

Israel has received a loan of US$10 million from the 
Bank of America. Collateral is provided by the US$500 
million Israel Bond Issue being floated currently in the 
United States. 

The United Jewish Appeal has set a goal of US$151.5 
million for its 1952 fund raising campaign. The funds 
are to be used for refugee relief and the economic de- 
velopment of Israel. This agency raised US$85 million 
in 1951 and a total of US$805 million since its establish- 
ment in 1939, 

Source: Israel Office of Information, Israel Digest, New 


York, N. Y., December 21, 1951. 


Industrial Projects in Jordan 

Industrial projects planned by the Jordan Ministry of 
National Economy for the next five years include a petrol 
refinery, exploitation of phosphate reserves, an olive oil 
refinery, a textile plant, a tannery, and a soap factory. 
A cement factory is being established with capital of 
JD 1 million, one half of which has been provided by the 


Government. For the olive oil refinery, whose annual 
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production would be 2,000 tons, the Government has 

contributed JD 40,000. The machinery will be ordered 

from Britain. A phosphate concession has been granted 

to the Jordan Phosphate Company. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., December 1951. 


Control of Oil in Iraq 

Under an agreement signed on December 26, 1951 
between the Government of Iraq and the Anglo-Iranian 
Oil Company, the Government has taken over control of 
two subsidiaries of the Anglo-Iranian Oil Company—the 
Khanaquin Oil Company and the Refidain Oil Company. 
The companies, which produce mainly for the domestic 
market, are to continue the production, refining, and 
distribution operations on behalf of the Iraqi Government 
until Iraqi technicians can be trained to handle the job. 
The financial terms of the agreement were not disclosed. 

The Iraq Petroleum Company, which produces the bulk 
of Iraq’s oil output, is not affected by the agreement. 
Source: The Journal of Commerce, New York, N. Y., 

December 27, 1951. 


Oil Production in Iraq 

The Basra Petroleum Company, a subsidiary of the 
Iraq Petroleum Company which is jointly owned by 
British, American, French, and Dutch companies, has 
exported its first shipment of oil. Planned expansion 
and the availability of oil deposits indicate that the out- 
put of the Basra Petroleum Company may, in future, 
equal or surpass the output of the Kuwait or Saudi 
Arabian concessions. 
Source: The Financial Times, London, England, De- 

cember 20, 1951. 


Far East 

Rice Production in Asia 

A rice crop of 311,000 million pounds is forecast for 
Asia (which produces about 92 per cent of the world’s 
rice) by the U.S. Department of Agriculture for the year 
ending July 1952. This is about 1 per cent less than the 
1950-51 crop, the decline being due principally to un- 
favorable weather conditions. China’s (mainland only) 
prospective crop of 99,000 million pounds is substan- 
tially less than last year’s good harvest of 103,500 million 
pounds. Owing to recent rains, the total crop in India 
is likely to be better than last year’s 70,000 million pounds 
but below that of other recent years. The harvest in 
Japan of about 25,000 million pounds will be less than 
last year’s bumper harvest of 26,443 million pounds, 
while the Philippines will probably have another good 
crop—about 5,800 million pounds. Preliminary estimates 
for the main surplus areas, Thailand, Burma, and Indo- 
China, indicate that total rice production will be about the 
same, or exceed slightly, the 38,500 million pounds of 
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1950-51. Pakistan’s acreage is reportedly larger than last 
year’s, and the expected crop of 27,740 million pounds 
would be the largest since the war. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., December 10, 1951. 
Indian Utilization of Foreign Aid 
The Indian Ministry of Finance has established a 
Special Development Fund, administered by an Inter- 
national Aid Coordinating Unit, to utilize all foreign 
assistance, including proceeds from the sale of U.S. wheat 
received under the U.S. loan to India (see this News 
Survey, Vol. IV, p. 170) and grants under the Colombo 
Plan. The first of a series of loans from this Fund to 
State Governments will go to Bombay. 
Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, December 17, 1951. 


Ceylon’s New Export Duties on Coconuts 
A new sliding scale of export duties on coconut prod- 
ucts became effective in Ceylon on December 10, 1951. 
The rates per ton for copra of various estimated f.o.b. 
values are as follows: 
Price per ton 
(Ceylon rupees) 
Below 840 
840-1,080 
1,080-1,320 ... 


Export Duty 
(Ceylon rupees) 


160 + 40% of excess over Rs 840 
256+50% ” ” ” Rs 1,080 
1,320-1,560 ..376+60% ” ” ” Rs 1,320 

Over 1,560 ......520+ 70% ” ” ” Rs 1,560 

The estimated f.o.b. value used in assessing taxes is 
the average price of Estate No. 1 Copra on the Colombo 
market during the last week but one immediately preced- 
ing, plus the export duty during that week, plus Rs 32. 
When the new duties were announced, those on coconut 
oil, desiccated coconut, and fresh coconuts (per 1000) 
were set at 90 per cent, 70 per cent, and 25 per cent, 
respectively, of the export duty on copra; but since De- 
cember 23, the duty on coconut oil has been reduced from 
90 to 80 per cent, and that on desiccated coconuts, from 
70 to 60 per cent, of the export duty on copra. These 
reductions were made because of representations by the 
trade. 


Sources: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, Decem- 


ber 14, 1951; The Financial Times, London, 
England, December 27, 1951. 


Export-Import Bank Loan to Japan 

The Export-Import Bank of Washington authorized on 
December 18, 1951 a short-term credit of US$40 million 
to the Bank of Japan to assist in financing Japan’s im- 
ports of U.S. raw cotton from the 1951 crop. At current 
market prices, approximately 180,000 bales of cotton can 
be financed by this credit. The credit will bear interest 


at 234 per cent per annum and will be repayable within 
15 months. 
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In recent years Japan has been the largest export 
market for U.S. cotton. For Japan’s economy, the cotton 
textile industry is of basic importance; its products 
comprise about half the total value of Japanese exports. 
Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., December 18, 1951. 


Banking and Currency in Indonesia 

The bill for the nationalization of the Javasche Bank 
(see this News Survey, Vol. IV, p. 99) has been passed 
by the Indonesian Parliament. The Minister of Finance 
has stated that all departments of the bank will be na- 
tionalized; that is, that nationalization will not be limited 
to circulation activities as previously announced (see 
this News Survey, Vol. IV, p. 14). 

Currency circulation in Indonesia increased by 228 
million rupiah from March to September 1951. Javasche 
Bank notes in circulation rose from 2.6 billion rupiah 
to 2.9 billion rupiah, while government currency notes 
fell from 413 million rupiah to 341 million. 

Sources: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N. Y., Decem- 
ber 20 and 21, 1951. 


New Investments in the Philippines 

The Philippine Securities and Exchange Commission 
has reported that during the first nine months of 1951 
new investments in the Philippines in the form of paid-in 
capital of new corporations and partnerships amounted 
to P56.7 million (US$28.35 million), compared with 
P63.1 million in the entire year 1950. Of the 1951 total, 
P29.7 million was Filipino capital, P22.8 million was 
Chinese, and P1.6 million was U.S. 


Source: Five W’s on Philippine Trade, San Francisco, 
California, December 19, 1951. 


United States and Canada 


U. S. Balance of Payments 

From the second to the third quarter of 1951 there 
were declines of $360 million in U.S. imports of goods 
and services, $180 million in U.S. Government grants, 
and about $340 million in U.S. capital outflow. The 
resultant decline of $880 million in dollar receipts abroad 
was the sharpest since the last quarter of 1947. Accord- 
ing to the U.S. Department of Commerce, however, the 
decline differed from that of 1947 in that it was due 
largely to temporary factors, such as seasonal influences 
and inventory positions in the case of merchandise im- 
ports, and a seasonal lag in foreign aid pending the 
passage of new legislation. The fall in the net outflow 
of U.S. long-term capital reflected a decline in foreign 
security flotations in the United States, and a decline 
in net direct investment abroad as various oil projects 
were completed; the latter decline may also be temporary, 
since the rising world demand for oil and other raw 





materials is likely to make necessary increased productive 
capacity abroad. 
The balance in U.S. transactions with the sterling area 
on current and capital accounts shifted from a U.S. 
deficit of $240 million in the second quarter to a surplus 
of $40 million in the third. This area also had to make 
multilateral dollar payments of $420 million to other 
areas—twice as much as in the previous quarter; the 
United Kingdom alone accounted for over $300 million 
of these payments. Net payments by the United States 
to other ERP countries remained unchanged, although 
these countries strengthened their positions through trans- 
actions with the sterling area. A decline in the U.S. 
export surplus with Canada was offset by a decline in 
U.S. investment; Canada’s dollar reserves declined, how- 
ever, because of smaller dollar receipts from other coun- 
tries. The Latin American deficit with the United States 
rose during the quarter, but this appears to have been 
due largely to the temporary factors mentioned above. 
Source: Department of Commerce, Survey of Current 
Business, Washington, D. C., December 1951. 


Report of U.S. Director of Defense Mobilization 

The U.S. Director of Defense Mobilization has sub- 
mitted his fourth quarterly report to the President on 
the progress of the defense mobilization program. Dur- 
ing 1951, the armed forces expanded by one million 
persons, to 3.4 million. Deliveries of military goods 
and construction are presently at a monthly rate of 
$2 billion—more than three times the rate a year ago— 
and total deliveries since the Korean outbreak (including 
those abroad) have reached nearly $20 billion. The 
foundation has been laid for considerable expansion in 
both military production and basic industry. Steel 
capacity rose 4 per cent in 1951, and aluminum and 
electric power capacity rose 10 per cent each. 

The report states that increased purchasing power 
during much of 1951 was absorbed by higher taxes and 
by an unusually high rate of savings but, unless further 
tax increases are enacted and the recent level of savings 
is maintained, further inflation could result. The Direc- 
tor points out that price and wage controls have not been 
particularly effective in holding down inflation. Many 
elements of cost, such as some rents and most import 
prices, are not subject to control; and amended legisla- 
tion has permitted price ceilings to rise higher than 
necessary to achieve fairness and equity. Wages also 
have been permitted to rise. For these reasons, future 
demand for goods must be limited through curtailed 
investment, continued credit control, increased taxes, 
and the maintenance of a high rate of savings. 

The report reviews the new problems facing Europe 
as a result of rearmament. The strain of shifting re- 
sources to defense purposes, combined with the impact 
of raw-material price rises abroad, upset the precarious 
balance which existed prior to the Korean war, and 
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foreign exchange positions have seriously deteriorated. 
Coal production has not kept pace with large rearma- 
ment demands, and it is estimated that imports of coal 
from the United States will cost $800 million in the cur- 
rent fiscal year. Expansion of production has also been 
hampered by shortages of electric power, steel, and 
machine tools. Despite these difficulties, however, the 
European military expansion is continuing, and it is 
expected that NATO countries will meet their target re- 
quirements in 1952. 
Source: Fourth Quarterly Report to the President by the 
Director of Defense Mobilization, The Battle for 
Production, Washington, D. C., January 1, 1952. 


Wool Price Ceilings 

The U.S. Office of Price Stabilization has announced 
reductions of from 15 to 20 per cent in the price ceilings 
on raw wool and wool tops. For example, the ceiling 
for raw wool, 64s average, clean basis, was reduced from 
$3.35 per pound to $2.66. Present market prices for 
this grade average about $1.90 per pound. 

The reduction lowers the price ceiling to the minimum 
allowed under the Defense Production Act, which speci- 
fies that ceilings on agricultural commodities shall be no 
lower than 90 per cent of the price to producers on 
May 19, 1951. 

Source: The Journal of Commerce, New York, N. Y., 
January 7, 1952. 


Canadian Exchange Rate 

The Canadian dollar exchange rate has continued to 
move upward in recent weeks, reaching a high of 99.28 
U.S. cents in New York on January 7. The closing 
rate on that date was 99.22, a half point above the level 
on December 31, and almost three points above the 
November 30 rate. 
Source: The Journal of Commerce, New York, N. Y., 

January 8, 1952. 


Canadian Monetary Reserves 

Official Canadian gold and U.S. dollar reserves rose by 
US$169 million in the fourth quarter of 1951, to 
US$1,779 million, bringing the increase for the year to 
US$37 million. A sustained inflow of foreign capital 
and a shift from a commodity import surplus to an export 
surplus in the latter part of the year were the major 
factors accounting for this increase. 
Source: The Journal of Commerce, New York, N. Y., 

January 8, 1952. 


Latin America 


Trade Treaty Between Guatemala and El Salvador 
Guatemala and El Salvador have signed a trade treaty 

under which a list of agricultural and industrial products 

will be exempt from customs duties and most-favored- 


nation treatment will be extended to the products of other 
Central American countries. The treaty still has to be 
formally ratified by the respective Congresses. 

The significant points of the treaty are as follows: 
(1) Native products of Guatemala and El Salvador and 
articles manufactured in the respective territories shall 
be exempt both from export and import duties and from 
all other taxes and surcharges. Quantitative restrictions 
may be imposed on exports, to prevent a scarcity of food- 
stuffs and other products essential to the economy of 
the exporting country, and on imports, to avoid disloca- 
tions in the economy of the importing country. Neither 
of the two States shall grant, directly or indirectly, sub- 
sidies for the exportation of products to the other country. 

(2) As soon as conditions are suitable, a customs 
union will be set up. To this end the two States agree 
to enlarge progressively the list of products which may be 
traded freely. 

(3) A trade commission will be set up, with equal 
representation from each country, to further the purposes 
of the treaty. 

(4) Each country will allow freedom of transit across 
its territory for merchandise destined to the other country 
or coming from it. 

(5) The Central Banks will cooperate to avoid mone- 
tary speculations which might affect the exchange rates. 

(6) Each country shall accord equitable treatment to 
the capital investments of the nationals of the other. It 
will abstain from adopting discriminatory measures 
which might prejudice the rights legally acquired by such 
nationals. 

(7) The two countries express their desire to integrate 
their economies, to assure the broadening of their 
markets, to promote the production and interchange of 
services, to raise the levels of living standards and em- 
ployment, and to contribute to the re-establishment of 
economic unity in Central America. 

Source: The Journal of Commerce, New York, N. Y., 
December 28, 1951. 


Profit Taxes in Nicaragua 

Under a decree issued in November 1951, Nicaraguan 
producers of coffee and cotton will be subject to a profit 
tax that will fluctuate according to the price of coffee 
and cotton on the international markets and to the net 
earnings of each producer. Any coffee producer who 
makes an annual profit of more than 30,000 cérdobas, 
but not above 100,000 cérdobas, from coffee sales, will 
pay a 2 per cent tax if coffee prices are higher than 
US$30 per quintal but do not exceed $34.99. The tax 
will gradually increase to 7 per cent when prices exceed 
$55. Profits in excess of 100,000 cérdobas will be 
subject to taxes ranging from 4 per cent to 14 per cent 
instead of from 2 per cent to 7 per cent. 

Cotton producers making profits of more than 25,000 
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cérdobas will be subject to a 5 per cent tax; the per- 
centage will gradually increase to 10 per cent if profits 
range from 50,000 to 100,000 cérdobas, and to 15 per 
cent for profits exceeding 100,000 cordobas. 

At the time this decree was issued, the Government of 
Nicaragua eliminated a series of small indirect taxes. 
Source: Novedades, Managua, Nicaragua, November 28, 

1951. 


Costa Rica’s Free Market Exchange Rate 

On December 19, 1951, the Costa Rican Central Bank 
announced that, as of December 18, 1951, the Central 
Bank had undertaken sales of foreign exchange in the 
free market so as to stabilize the free market rate at 
7 colones per U.S. dollar. This was the lowest free 
market rate quotation since December 1948 when it had 
been 6.93 colones. After that the rate rose steadily to a 
high of 9.25 colones in June 1950. 

When the new exchange law was made effective in 
September 1951 (see this News Survey, Vol. IV, p. 179), 
the rate in the free market was 7.50 colones per U.S. 
dollar. The Central Bank maintained this rate until 
November 1951, when it was lowered to 7.40 colones; it 
was decreased again, to 7.25 colones, at the beginning 
of December. 

Source: Banco Central de Costa Rica, Informacion 
Econémica, San José, Costa Rica, December 19, 
1951. 


Venezuelan Oil Royalty Agreement 

The Government of Venezuela has reached a new 
agreement with the petroleum companies operating there, 
for the determination of royalty payments on crude oil 


production. In October 1949, with the consent of the 
Ministry of Development, the companies terminated the 
previous agreement regulating the evaluation of their 
crude oil; since then negotiations for a new agreement 
have been proceeding. The agreement that has been 
reached is based on proposals made by the Government, 
not those put forward by the companies. It is already in 
effect, although it has not yet been signed because certain 
figures and tables remain to be inserted. 

The tax will vary with the weight of the crude oil 
(the heavier crudes paying a higher percentage than 
uader the previous agreement). Moreover, according to 
the formula, the royalties paid to Venezuela will increase 
when petroleum prices rise. The Government retains its 
freedom to take the royalty payments in kind or in 
bolivares. 

As a result of the new agreement the companies have 
paid 74,260,000 bolivares (about US$22,000,000) to the 
Treasury in final settlement of royalty arrears. Since 
the suspension of the old agreement, provisional payments 
have been made on the basis of the minimum rates 
provided in the Hydrocarbons Law for heavy crudes, 
and on the basis of the old agreement for light crudes. 


As a result, arrears of approximately 249,260,000 
bolivares (over US$74,000,000) were accumulated be- 
tween October 1949 and September 1951. Two partial 
payments were made in the meantime, 111,000,000 
bolivares (about US$33,000,000) in January 1951 and 
64,000,000 bolivares (about US$19,000,000) in June 
1951. 

Source: El Universal, Caracas, Venezuela, December 1, 

1951. 


Peruvian Government Guarantee for Development Loans 
The Government of Peru, according to a decree dated 
November 13, 1951, will extend guarantees on loans 
obtained by private business from the Export-Import 
Bank of Washington, the International Bank for Recon- 
struction and Development, and other financial entities. 
The Government will obtain a guarantee from the bor- 
rowers to service the loans, and will issue its guarantee 
after approval of the projects as of preferential national 
interest by the Ministry of Development and Public Works 
in consultation with several local banks. Where the 
Export-Import Bank requires only the guarantee of the 
Industrial, Mining, or Agricultural Banks of Peru, or of 
a private bank, these banks are authorized to extend the 
guarantee provided the borrowers furnish adequate 
securities. 
Source: Andean Air Mail and Peruvian Times, Lima, 
Peru, November 23, 1951. 


Wool Export Regulations in Uruguay 

By a regulation issued on November 14, 1951, the 
Bank of the Republic of Uruguay modified the wool 
export regulation which required exports of greasy wool 
to be made only against payments in dollars (see this 
News Survey, Vol. IV, p. 196). The new regulation 
permits the export of greasy wool against payment in 
inconvertible currencies, subject, however, to specific 
authorization by the Bank and other requirements, which 
allow the Bank to maintain close supervision of these 
exports. 
Source: El Pais, Montevideo, Uruguay, November 20, 

1951. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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